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SUMMARY OR m REFOaT.- 

Report puri)orts to doscribo the meciianlcs of East-Wost trad^' in stratoglc 
ni^^tortals^ in considerable clataiX^ and giving several methods of operation, in** 
clncliiig typical financxsl doalingSo It proposes z^Qiuedles involving penetration 
methodSjj follcJiTod by soizure of ships or cargoes 

Comments Sourco, a kncfs^lodgoablo former foreign representativ® of aco\mtry 
nm in th© oastom bloc, is imdoubtodly acetirato in hia description of these * 
deals, though probably too c^tistiroiatic as to the possibility of stopping thesa 
by the methods he dosqriboSf* 
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trarjBlat/lcn of a lottor fux’nxshad ’07 a coinfidential 
) mechanics of B'.ast - V?ost trad$^ 5 .n strate^^ic niatorials.j 
lie to that passing; througjh Balgium in ^transit^^ status^ 
to ariy of the "fi*o© port” coimtrlos of Hlm'opOo 

r' previous conversation^ I have the honor to present 
:)tion of tho mechanics of Bslg-ian urade in strategic 
iR and sateHlte countrios (operations of ejther countriea 


Tho Communists xt?.rei.3r purchaso strategic materials dij^ctlyj rather^ 
they ii'aintain individ.iials-, companies or pilvate banlcs abroad (a) disposing of 
extonsivo secret funds* These individuals or firms employ agents (b) 'who ara 
w^ually Biembors of t/io Commimist Party in their own country or countrj^ of reai- 
dencac (In any case., indlvidualvS or members of firms entrusted ivith a missi.on 
which might load to thoir discovery never aro members of the Communist Partjc*) 
Their task is to contact ftems (c) wh 5 .ch^ in the hope of a good profit, wiir 
agree to sell for dQllvo;ry to the East, Often these flms (c) are v/ell-knoeB 
and W€iXl'“-considor®do They justify their action by tiie fact that logislation 
and ccmercial treaties do not prohibit this trade with th© East and it is 
advantageous to their national ©cononsyo 

In order to avoid consequences of this tradca (black list, rof usal of 
vivsas, et c» ), these 3r9spectabie firms often organiao covert selling companies 
(d) of not too sound a natxxre or a corporation with a ridiculously sma3.1 capital 
managed by a trusted parson (foriaer empltyee, etCo)^ 

Oil their side, tho Cc»imunist firms (a) and their agents (b) often fom 
covert or front compi^loa (6)r, These attempt to establish relationships vdth 
ro.nxilaily ostabl.ishoi companies (f ) which have a ropubation of xvlllingnass to 
er^,gage in oporations roturnir^g ^ good profit« 

1.U Ifj addition to the participation of coimiiercial firau? and banks, trado 
valth l.hs SoTj.ets reqiuroa tho cooperation of maritime agencies (f) for th?; 
transportation of merchandisoo Ti:ie Gaammiists have friendly sMpping? agents 
in ovary mritiKB coimtxy, eften supported by financial assistance from (a), 

(b) or (e), but thera are also respectable maritime agencies which lend 
salves to irregular operations in e:xhang© for good coavdssion^o 

Go The purchase and forwarding of strategic mershiandisa is usually 
accompli shod in the fol laving manner^ s 

Tho end purchaser, that is, the GcK>mimist purchasing organisation, aska 
the companjr (a), with the agont (b) or the company (e) to procure fraa 
xr^spcctable corapaniea (c) stratfagic items wkicharo indisponsablcj to the USSR 
ai).d Satellites « 

On assuranoos that tho sti-ategic merchandisn? ia siipf^osodl^?* dostir:sti foi:* 
a I'lfvTO cotuitry or a neutral country, tho re spoc table ccsspany {:;iiore often it kncji>"^vs 
very well that tha items wi}.l go to the EastU) offers the product directly 
to (a) or tho agent (b) or to tiio company (q) and if (b) and (e) alreacJy have a 
raputation of traff icing witli the East the offer is mad© lixrough tho cov^ert or 
front compai'iy (d)o ?ot exarajile, on tha daniand of (a), (b) or (o), the IT^ S,. 
or Caiiadiaii, atco, firm, offers the merchandise Tjlth all the necessary esrport 
documents (license, invoice) to the b'Uiyor (a), (b), (0), (d), or (f ), who" is 
regularly asteblished^ for example, in Balgiimi* The sal© is made Cost-Insmanco- 
Freight Belgiini or Cost-Insiu^anco-^reight transit Beigiumo In the meaiitii/i©, 
compajxv (o) receives for its records notification fraa (b), (e) or (f) that tho 
i^archandise has beor; x'osold to a cojtipai\y (b«), (©*) or (f ’), established tn a 

coujitry othor '* * “ * - ^ 

askaci tir 


r.Qff'.s lln5 dc^yment co;)J-iir;» itifortrittlon r^Tcefina v!;o roi. 
bn^-1 dofcKsa cf iUo Unlled SJafos v:U!iin ih <. Me-Rlnn cf tho- 
tjpbnoco Acn &D U. S. C,-S! end 32. c^ML^. th frsns. 
OCS r tTC MiMicis or {Ijo rcvctatr^^P Ua een!^ 
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U REPOUT 


SiSfiOTtyiluf atmatiuit f page no 

wrcErattjwrjssi:^ 

O/fOiiplo, SiTlteorliincI;, etCd Corap&jrjies (b*)^ (©*) or (£*) sjo 

C0!«^^ardes with coafidont ^^ rglatdonsh l^g wit h (a ). > (b_)>>_.(o) and ( f) « 

At tbl3 juncture^ th© ond parchaser sends a notice of cx’odit to coinpai'^r 
(b); (a) or (f) and those givo a guarfintoe of <kjlivory Yfhich gone rally., two 

por cont« As soon as the gnar/mto© of ciQ 3 .ixra 2 :y ia givon^^ company (a) converts 
tho notice tif crodit to a sight drafts 

Fltn (a) wliiich is tlie confidential Conimxmiat buyer “ tho naiafa of irhich 
is off;ou xinknoij^n to (c) and even (b’)? (*’) or (f*) — buys FOB Europe 

with payment on reco:Lpt of shipping documontSD As the destination ctf overseas 
merchandise sold Gost-lnsvirance-Freight Europe must be Indicated on departure 
and since the Coc^nunist buyer (a) only gives a si^t draft on :f*ecoipt of .^hipping 
documents FOB Europe-, a bank (g) must participate to finance the operation covers- 
ing embarbiiGnt by compeirjy (c) and roembarkjuont by (b)^ (e), (f) or (b’), (oO or 
(f 0; to point of final destination e Such banks oadst and th^r financo the 
oporation for a por cant cesuBissiono 

The^^^i l logaX As is soon from the above o:spoBa^ 

purchase of strata gftrmt^al bjr^^bJTTd)^ (o) or (f) from (c) is perfectly 
legal and esepodition to a European port is also offocted in a most logal mannoTo 
Once the solo is consmatod — and while tho goods are in transit tho bayer (b)^, 

(d). (©) or (f) bhe goods^ moro of ten f^i^tiously^ to (b®)^ (eO 

(f »;« These latTir*companios> ^'fnich must nocosss^lIXyTe'locatiSd in a coun|ry 
other than tho one which (c) sdd and ehippod tho goods^ advise ths ma.ritimo 
agency (f) that the goods Izava boon resaold to a Satollito and tliat the desti- 
nation indicated by (c) no longer holds goodp Tho maritiiao ag{ 3 ncy thoraforo 
does not a debarkation declaration for the country designated by the 
Oxdginal mll(iT (c)_p but transfors tha goods FOB to the shipper of tho pxlmaiy 
btiycr (a)* As long a^s _thg Poxt or Cu stoms authoritlos x^ocoivo no ooraplaiiit., 

"^bpy cjp not Ih XSrvono bocause'^^Tio operation ’Hoes nat concern fiTair countiyf 

The first guilt/ party is (b’), (©0 or (fO> wMch gives tho mrltime agency 
th>3 onlor to charigo the d3stinatD,on of tho goods tocming that the goods h/''.d 
been purchased by (b)^- (o) or (f ) for a WIB or uoutral eountr^f^, Tho second 
guilty party is tho maritim agency wliich transfers the goods to m Eajatorn. 
dostimtion knaving tliat according to the shipping documents from ooaipary (c) 
tho goods wara dostinod for a MTO or neutral counbiyo 

There a?*© graver caso©^ :l« o*, when tho meritime agency delivers fictitious 
shipping doounonts to (bO> (oO or (f») shesdng dostinatic^ as a BMO port 
and transfers the goods to the Kaato This is done to oliminato th© financing 
bank (g) and incroasoa profit for company (c)^. ^ 

To stop thi^ traffic it is sufficient to notify Tort and Gustouis 
aubhoHITes that good^ ombaxked on such and ou ch a shin wore not sold for an 
WjirA.Pivj\ country,. On tho basis of this conipla:lnt. Customs and Port authorities 
have tiio right to voxlfy the vari.ous ciloclarations of tho maritime agency and 
£SH£ goods c Xnasiauch as tb© original «:ollor (c) has already been paidjj 
conf icjcaton cf the goods reprasonts ii l£g£ ^b© Gororiiunists and^ above 

all, disorganisation and suspicion ajvrTois ©^""conridence among tho interiiodiarion 
(b), (o), (f), (b«).^ (o’)j (fOj» tho maritiii»? agency, and tlio financing bank (g)o . 
It is, in effect, oxtxmoly difficult a^mong so many pa.-tios to dotorndns rrhero 
tho loss took places 

I have o:q)l&inedto you that I have observed this traffic and that X 
know tho compani-ss (a), (b), (o), {©), (f), (bO,» (©«) and (ft),, as well tho 
maxlttm© agancios and tho banks <, X have also estplained to you that in pnictice 
work in Belgium is vary o^cperisivo — because tho Belpdan vlov/ of tho mttor 
sees nothing incongruous in wgii'king trJLtti tho East in tho event that such traffic 
brings a profito T3ie Bel.gian way of TJ.owi.ng tilings accepts equally iimrxoan 
aid and Ccsmiiuniet px'^Dfits and finds nothing incompatible in these two activities^ 
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Collaborators and infoimars (firms qnd employaoB of these ft™®) unist bo rs- 
wFrdsd and paidj it is imposslblo for ms to find vo3.un.tary i^omars by con- 
viJtiL. Ewn voluntary informers must be considered suspect, bocauso there 
•is^rmat danp-er they may be wa3-l-paid by Communist oounter-cspioriageo Currently, 
itiSst P wn^ among the Belgians insinuates that "the toerxeana are mxx- 
hWy in OOT privat© af’fairs vfhich do noi concern I 

'ph'»T'.T fol'ia -‘/3 a note pl'ifinp mors specific datal3.s (though no t uho najiics of 
firns Sl^S) in llTclsfs oA.o Cciunist pr^chases of copper which he 
h?™ pasLd through i.ran 3 lt ports racentlyo He alleges that one of these "deals" 
v/as for Ij.OOO tons and the- other, 10,000» Both are supposed to have been coa.u,„- 
mated suocassfully throng Botterdam^and financed through bvTiu&arlaud,. 

EeforrlnE-to-my expose of 1?! Juna ^3, I £» a^^le to present tho follcvd.ng 
concerriing tto I^^^OQO tons of copper: 

Buyur Ca), a ooiirpany whioh is worlcing for Communist account, will Kive a 
|3,00B:®U draft tiirough its Swiss bank payable against snipping doouneat.- 
FOB RcttordaiBc fhe i.ie3.1ar (c) will oiAbarJc tho goods in nmartca. ana wiU 
furnish tha neoessaiy doctmeats (license, Westcertlficato, etc.) to eiauai.', 
the shipsaat FOB Rotterdam an^UectJ.h£§ 3 iO^;»^OCOatthobEm^^^ 

It is clear that tha doctsments of company (e3 wxi.i not give tho V®'- i 

Poland as dostination but rather a MATO or neutral county. manUine ae..aoy 
in Hottardam will cHubark tha goods and will give th® cora. id®nuial ordci auo 
naossaary papers so that tha ship will change its destination lor a Russiv n or 
LitelUt^ Srt. It -iTill be possible to soise tho shipment by stopping tOd snip 
after embarkmont and as soon as it vd-3.1 to ys, j^eft _thg^ggCT^ 

Put the sell or I’QCiuires pajTnont for tho raei’chandisc FOB &x\ toarican port, 
and a £ni is niSsuS to advance tho (13,000,000 which mil bo rapa.id in 
Svdtaerland against shipping documents FOB kotteidaa,. 

In tho case of 3D,000 tons of copper, the sel3er (c) requests the 
(a) to furnish a tfestcortificate. In obtaining such a certifioaua ioi a Lad 
or nLtral country and knowing tha number of tha certificate, .ho firm ..w 
leeal destination, it vd-llbe aa.sy to detain the snip and seizo oha ohipm,.n.- 
after its transfar to the ship which T.rtll transport tho cargo to tho bast in 
stsad of to th© Westcjortlficato dost/lnationo 

■K* -if -K* > 

rmmiant* So\«’ce*3 doscrlptlon otf tho fairly complicated procoEJS of arrant ng 

appea.^ cr^diblo, though it believed that ox 

thasa arrangomonts probably even more intrioata taan hxs outline, 
as regards financingo 

The remedy proposed is certainly ovor-sirnplified and maj viell ba on- 
tlrely imiracticablo, in th© opinion of certain metabers of this Emtesay, 

Source's somewhat cynical but nevertheless roalist:^ way 
attitude of Belgian firas probably applies to a 

ftff i rialdom as woll« particularly at th® lorior wonting ^rhere pajms 

S SS«SLSylSl»=a «d it o««ni.nt to X»«k «.« othor .oy. 

On the other hand, and for tho lament overlooking tho diffic\i3.tio3 
«f cte+tiup tha Vital'y necessaity official cooperation, his observations aii 
t S SfeS of pS^Sinr^ch^ases to tho point of corfiscation are undoubtaaly 

fetS! final dslivo^, any successful blocking operation 
would mean a dead loss to Conaraies and collaborators a31 down tlie linoc, 
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xQ fjoii i;.p ^',n f^r'fecjtivo and continuing operation to count or this . 
illicv.rh trada H?ox?Xd of ooi>o:ao orvt5?i.l a rathor largo^ spocialised and ox- 
K^rmnj.vo ooj.“^,rji5.V:itiorii<» Ob-iJ-ioualj, thoro io a strong ri^jk that after two or 
5';n:vu> oporatio:a5;i, it woidd bo ^•blcprn-'J* to a degree roqnlroing an ontii'eXy 
f.^.ooh strArto H3‘V%Trtholo:v5’^ it appears oTidont that^ short of a. reversal 
ai hrj'iitin natim^ oncl the pkn>f it- taking instinct the normal businoeeMn^ 
oril;/ organi 2 ’.'.‘;d, claridostino conntoxvj'^ves will havB mch effect in check ijog 
Hast - Wfist tradOo 
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